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COMPETING FOR QUALITY 



COMPETITION IN THE PROVISION OF LOCAL SERVICES 



Introduction 



"...we will be looking at ways to make compulsory competitive 
tendering more effective and to carry It forward. In particular , 
we will be looking at new areas where contracting out should be 
applied. Those will Include professional and technical tasks, as 
well as manual tasks. Housing management, legal services and 
computer services could all be added to the list. The success of 
a local authority must be measured not by Its size, but by the 
quality of the services delivered, from whatever source, by Its 
responsiveness to Its clients and customers, and by the value 
that It squeezes out of each pound of taxpayers ' money. " 

- Rt Hon Michael Heseltine, MP, Secretary of State for the 
Environment, in a statement on the local government review on 21 
March 1991. 



"Competitive tendering means more than savings. Benefits accrue 
from setting clear specifications, the acquisition of new and 
Improved management skills, the cultivation of a more business 
like and Innovative approach, the removal of restrictive 
practices , the setting of targets for standards and productivity 
and the development of performance Indicators . The whole process, 
whether authorities have won the work themselves or awarded 
contracts to private firms, has been the catalyst for Increased 
efficiency , better value for money, and the best possible service 
for the consumer . " 

- Rt Hon Ian Lang, MP, Secretary of State for Scotland, speaking 
in Scottish Grand Committee debate on local government structure 
and finance in Scotland on 18 June 1991. 



"Coxmclls must be given every opportunity to provide their 
services In a way that gives best value to the chargepayer , and 
I believe that to achieve this It Is essential to ensure that the 
private sector Is given every opportunity of competing 
effectively. I believe that there Is scope for Improving the 
competition arrangements , and for widening the range of 
activities open to tendering from private companies , and we shall 
be considering how these objectives can be attained. " 

Mr Nicholas Bennett, MP, Parliamentary Under Secretary of State 
Welsh Office, House of Commons, 22 October 1991. 
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"Local authorities have historically seen the direct provision 
of services to the community as one of their major tasks. 
However, we believe that now Is the time for a new approach. The 
real task for local authorities lies In setting priorities, 
determining the standards of service which their citizens should 

them. We are convinced 
that the widest possible application of competition will benefit 
the local taxpayer and consumer of services alike. ” 

- The Citizen’s Charter (Cm 1599), July 1991. 



Local authorities have been statutorily required to subject the 
provision of services to competition for just over a decade. Even 
before the introduction of compulsory competitive tendering 
however, some local authorities had made considerable use of 
private contractors to carry out a range of work for them. In 
recent years, there has been a growing number of examples of 
authorities who have considered and implemented innovative 
approaches to service provision, not only in manual services but 
also in professional activities. 

The Government believes that competition is the best guarantee 
of efficiency. It has considered the experience of local 
authorities and of private contractors in the conduct of 
competitive tendering as required by statute, and it has 
concluded that the framework put in place by statute needs to be 
made clearer in order to ensure that the competitive process 
which has delivered significant benefits, should be strengthened 
and improved . It has also looked at the experience of authorities 
who have gone beyond the requirements of current legislation and 
have tried out new approaches to the provision of services which 
are not at present subject to compulsory competitive tendering . 
It has concluded that competition can and should be extended 
widely into the provision of professional services . 



This consultation paper sets out the Government * s proposals for 
a clearer framework for compulsory competitive tendering, and for 
the extension of competition to the professional and technical 
activities of local authorities . The Local Government Bill, now 
before Parliament, together with existing legislation, includes 
powers to enable the Secretary of State to implement most of the 
proposals in this paper. Comments are invited from interested 
parties. Arrangement s for the submission of such comments are set 
out at the end of this paper. 
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1. A Clearer Framework f or Compulsory Competitive Tendering 
The Local Government, Planning and Land Act 1980 



1.1 Part III of the Local Government, Planning and Land Act 1980 
introduced the requirement that local authorities should carry 
out a competitive tendering process if they wished to use their 
own workforces to perform certain categories of work: new 
construction; building maintenance; and highways work. Under the 
1 80 Act, local authorities who performed work won in competition 
were also required to meet the rate of return specified by the 
Secretary of State; if they failed to do so, the Secretary of 
State could take action to restrict or take away their power to 
continue to do the work in question. 

The Local Government Act 1988 

1.2 1 of "the Local Government Act 1988 extended the 
competitive tendering requirements to a number of other services; 
refuse collection; building cleaning; street cleaning; schools 
and welfare catering; other catering; ground maintenance; and 
repair and maintenance of vehicles. Through an order under 
Section 2(3) of the 1988 Act made in December 1989, the Secretary 
of State added the management of sports and leisure facilities 
to the services covered by the Act. 

1.3 The 1988 Act also extended the regime of competitive 
tendering established under the 1980 Act by introducing the 
requirement that local authorities should avoid anti -competitive 
behaviour, and by empowering the Secretary of State to use his 
sanction powers where he considered that a local authority had 
acted in a manner having the effect, or intended or likely to 

have the effect, of restricting, distorting or preventing 
competition. ^ 

Experience of Competitive Tendering 

1.4 The reasons which led the Government to introduce and extend 
compulsory competitive tendering were significant public 
criticism of the performance and efficiency of in-house 
workforces, and a belief that subjecting in-house provision of 
services to competition would expose the true cost of carrying 
out the work and lead to greater efficiency in the use of 
resources and, hence, to better value for money for local 
authorities and for the tax-payers who contributed to local 
authorities ' finances . 

1.5 This belief has been strengthened by experience gained from 
the implementation of the legislation. In particular, research 
by the Institute of Local Government Studies into the effects of 
the 1988 Act has indicated that competition has produced average 
savings of some 6% overall in the annual cost of work subject to 
the Act, and that, in the services where competition has been 
strongest, there have been productivity improvements of between 
17 and 26%. The evidence of the research is that these benefits 
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have been obtained while standards of service have been 
maintained or improved . 

1.6 The Government recognises that many local authorities have 
readily adopted the spirit of the competition legislation, and 
indeed that some have taken competitive tendering further than 
the legislation requires. However, too many authorities have 
sought to bend the rules laid down by the legislation, to cushion 
their workforces against the full force of competition - and thus 
to deny their own charge-payers the financial and performance 
benefits that competition can deliver. In the 18 months following 
the first deadline for competition under the 1988 Act, for 
example, directions were given to 10 local authorities in 
relation to anti -competitive behaviour . The Government wishes 
therefore to ensure that in future there is greater clarity about 
what constitutes anti-competitive behaviour. It also wishes to 
be able to take quicker and more effective action where it 
appears that such behaviour has occurred . 

1.7 It is clear that authorities have been able to cushion their 
workforces against the full force of competition by using 
conventions for evaluating tenders which take account of cost 
items extraneous to the price for performing the work, to the 
disadvantage of the external tenderer . In policy statements and 
guidance circulars issued since the passage of the 1988 Act, the 
Government has hitherto accepted that it is appropriate for some 
extraneous factors to be considered . In principle , however , the 
effect of taking account of any items other than the direct price 
for the work is, in itself , to distort competition, and to deny 
the opportunity for efficiency gains . Innovative approaches by 
external contractors to traditional tasks have often been 
rejected because, although the tendered "price for the job" has 
been well below the price tendered by the in— house workforce , the 
tender evaluation process has increased the external price to the 
point where it is assessed as more expensive . 

1.8 ^ The Government believes that, in the medium- to long-term, 
it is vital that a healthy market for the provision of local 
authority services is fostered. It views with concern the 
possibility that external competition will become more restricted 
because of conventions of tender evaluation which the Government 
has, hitherto, accepted . It is determined that local communities 
should not be denied the opportunity for better services more 
efficiently delivered which competition can bring . Of course, the 
Government recognises that, if a local authority awards a 
contract to an external tenderer, there may well be additional 
one-off costs, such as redundancy payments, so that in the 
immediate short-term the overall cost to the authority of 
accepting the external tender could be higher than if the in- 
house workforce continued to provide the service . The Government 
is therefore looking to balance the short-term costs against the 
long-term benefits. 
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Detailed Proposals for a Clearer Framework for Competition 

1.9 The Government proposes both to use powers under Part III 
of the Local Government, Planning and Land Act 1980, and Part I 
of the Local Government Act 1988, and to amend that legislation 
in certain respects : 

to provide greater clarity and consistency in tendering 
procedures and timetables; 

to make clear the basis on which extraneous costs may be 
taken into account in tender evaluation and; 

to require local authorities to take into account 
guidance issued by the Secretary of State on competitive 
tendering , 

It also proposes other amendments to the existing provisions to 
enable quicker and more effective action to be taken in cases 
where authorities fail to comply with the requirements of the 
Acts; and it proposes that there should be a new requirement for 
local authorities to allow the public to inspect the 
specification for work put out to tender during the full period 
of the contract. 

1.10 The Government considers that implementation of these 
proposals will mean that local authority services will be 
provided more efficiently and more effectively. A clear statutory 
framework is necessary to achieve these ends. The commitment of 
local authorities to serving their communities should encompass 
compliance with statute, but should also go beyond this. The 
Government looks to local authorities generally to emulate best 
practice in service provision, and in particular to be properly 
responsive to the needs and wishes of their local communities in 
deciding on the methods and standards of service delivery. 



Tendering Procedures and Timetables 



Responsibility for Tender Evaluation 

1.11 The introduction of competitive tendering has led many 
authorities to establish a split between the "client" and 
"contractor" units of their organisation. The members of the 
"client" and "contractor" units are all employees of an 
authority, but the control of the tendering exercise and the 
monitoring of compliance with the contract requirements are the 
responsibility of the former, while the preparation of the Direct 
Service Organisation (DSO)’s tender and the performance of work 
won in competition are the responsibility of the latter. 
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1.12 Not all authorities have made this cl ient/contr actor split, 
in some cases because they have too few employees at the 
management level to be able to do so. The Government considers, 
however, that it would be appropriate to take steps to underpin 
thxs orpanxsational response to competition, in order to meet 
concerns expressed by external contractors that the procedures 
followed by authorities may give an unfair advantage to the in- 
house tender. 

1 . 13 The Secretary of State proposes therefore to use his powers 
under Section 9(3) of the Local Government, Planning and Land Act 
1980, and under Section 8(4) of the Local Government Act 1988, 
to make regulations relating to DSO tenders, in particular to 
require that those who prepare the DSO tender should not be 
involved in the selection of potential suppliers or the 
subsequent evaluation of tenders. They should also not receive 
from the client-side information relevant to the preparation of 
the tender which is not available to external tenderers. The 
Government recognises that smaller authorities, and units within 
them such as schools, may face difficulties in complying with 
such a requirement. It will consider representations on this 
issue, as well as on the need to use this regulation-making power 
to cover any other aspects of the tendering procedure. 



Timing of Stages in Tendering Exercise 

1.14 If an authority sets too tight a timescale for a tendering 
exercise, this may prove anti -competitive. The in-house workforce 
knows ^ the work comprised in the contract since it has been 

it out for some years; it has a head-start if a tender 
has to be prepared quickly. Under Section 7(1) of the 1988 Act, 
local authorities have to publish a notice setting out their 
intention to invite tenders for work subject to competition; 
under Section ^ 7(2) and (3), they have to allow a reasonable 
period ^ of time for potential tenderers to inspect the 
specification for the work, and to notify their interest in being 
xnvited to tender. The Government considers that it would be in 
the interests of all concerned if these periods were specified 
and it proposes to amend the 1988 Act to provide the Secretary 
of State with a regulation-making power for this purpose. 

1.15 Under Section 7(4) of the 1988 Act, local authorities are 
requxred to issue invitations to tender no sooner than three 
months, and no later than six months, after publication of the 
notice of their intention to go out to tender. Under Section 

( ), "the Secretary of State may make regulations relating to 
such xnvitations. The Government considers that it would be 
appropriate to use this power to specify minimum periods for the 
txme allowed for tenders to be submitted. 

1.16 External contractors are less well-placed than in-house 
workforces to begin work under a contract at short notice; they 

have to recruit large numbers of staff to work 
the locality, or to acquire premises from which they can 
perform the contract. The Government considers that minimum 
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diiira'tions for "this so-called '* mobilisation period" should also 
be specified, and it proposes to amend the 1988 Act for this 
purpose as well. 

1 . 17 There are thus five main stages in the tendering exercise 
required under the 1988 Act: 

(i) from publication of notice to notification of interest; 

(ii) from notification of interest to invitation of tenders; 

(iii) from invitation, to submission, of tenders; 

(iv) from submission of tenders to announcement of award; 

(v) from announcement of award to start of contract. 



Section 7(4) requires tenders to be invited between three and six 
months after publication of notice. The Government recognises 
that the periods to be allowed for stages (i), (iii) and (v) 
above may vary according to the size of contract being put out 
to competition. It is minded, however, to specify a minimum 
period of two months for stage (i); and of three months for 
stages (iii) and (v) unless the annual value of a contract is 
£250,000 or less, in which case a shorter period might be 
specified. These periods are in line with the guidance given at 
paragraph 35 of Department of the Environment circular 1/91, 
paragraph 31 of the Annex to Scottish Office Environment 
Department circular 6/1991, and paragraph 33 of Welsh Office 
circular 10/91. 

1.18 The tendering procedures laid down by the Local Government, 
Planning and Land Act 1980 are less detailed than those under the 
1988 Act. Section 9(3) of the 1980 Act, however, provides a 
regulation-making power which enables the Secretary of State to 
specify conditions with which a local authority must comply 
before undertaking work. The Secretary of State will consider 
using this power to prescribe minimum periods of time at 
different stages in the tendering process in the case of the 
larger construction and maintenance contracts, for example those 
with an annual value of more than £250,000. The Government would 
welcome comments on what the appropriate stages and periods might 
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treatment of Extraneous Cost Items in Tender Evaluation 



1.19 Guidance on cosis taken into account in assessing tenders 
was given in paragraphs 6 to 14 of DOE circular 1/91, paragraphs 
4 to 12 of the Annex to SOED circular 6/91, and paragraphs 3 to 
12 of WO circular 10/91. The Government proposes to amend the 
1980 and 1988 Acts to provide a power to make regulations which 
would specify^ the cost items which local authorities can, or 
cannot, take into account in tender evaluation. The Government 
considers that those regulations would exclude from consideration 
the following items which circular 1/91 identified as not to be 
taken into account: 

(a) frozen holiday payments; 

(b) ^ immediate payment of accrued superannuation benefits, 
or pension increase payments in respect of staff currently 
employed who would be made redundant, and costs arising from the 
discretionary award of compensation by way of added years to such 
staff; and 

(c) costs of accommodation, storage or central 
administration which may not be immediately saved in the event 
of a service being taken over by an external contractor. 

In addition, the Government proposes to use regulations to 
exclude from tender evaluation: 

(d) the cost of any losses incurred if an incoming 
contractor did not wish to make use of depots and vehicles that 
had been made available to him; any such losses relate to bygone 
expenditure which is not relevant to the choice between internal 
and external bids. 

1.20 Furthermore, the Government proposes to use regulations to 
ensure that actual costs and/or savings incurred if an external 
tender is accepted shall be compared with those incurred if an 

bid is accepted. This would be done by calculating the 
allowable costs and savings of each option, at constant prices 
and discounting them at a recommended real discount rate 
(currently 6%). Local authorities would be required to assume 
that ^ any annual savings from contracting out the work would 
continue for 10 years. This treatment would apply, inter alia, to: 

(e) redundancy costs for those employees who would actually 
be made redundant if work were awarded to an external tenderer; 

(f) net costs incurred as a result of the cancellation of 
leasxng, maintenance, service or supply contracts which an 
authority has entered into, but for which an incoming contractor 
would not wish to take responsibility; 

(g) the savings from the sale of assets not wanted by an 
external contractor . 

The Government would welcome comments on this approach. 
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1.21 Finally, the Government proposes a new treatment for: 

contrictors®hv°^i-hJ^'^ performance bond required of external 

authority. The Government accepts that an 

cover'fo^r P-vlde 

addxtxonal expense that might arise if th^^ 

such^'a bondTs raising 
cost Lt?aLtnc contractor. It is thus an additional 

which ^aise^ +L ^ direct cost of performing the work itself 
the price tendered by the contractor, and distorts 

the comparison of the "price-for-the-Job" relative to tha? 

tendered by the DSO. The cost of such a bond should therefore 
be subtracted from the external bid snouia, tnerefore. 



Costs of Disabled Pe o ple, Apprentices and Traineeg 

1.22 The Government is mindful of assurances previously given 
with regard to the additional costs incurred as a reJult 

nrov?Itte apprentices or trainees, or of 

schemes ^ and^^wlTf Government sponsored training 

therefore thai^ rtt. these assurances. It proposes, 

mat ttll!' htt regulations should provide that these costs 

may stxll be taken xnto account in tender evaluation. Further 

ltd ^rth^rt^t training costs in tender t;a!taStt 

and xn the relevant accounts will be issued shortly. 

C ontract Supervision Costs 

1.23 The Government remains of the view set out in the relevant 

tnntlTX ^hat there is no reason in principle wt^t 

Should be more expensive for an authority to supervise^ an 

tharttthotiSr^°h ^ accept, therefore, 

tnat authorxtxes should assume as a matter of course that tende^-^' 

brexternal contrfcr ^<iJ“stment to the price tendered 

contractors to cover greater supervision. There may 

aZZTf^ ^ authorities can identify aS 

tenderf and t k supervision of external 

tenders, and in such cases the additional cost would be oart of 

viL'mTv s^ti^f be t I Government's 

the proposed 

1.24 The Government does not envisage that the regulations win 

nn°iOonirnOf "nf f k """ items^i"?ch nhoSO" 

ite^s Ott out I^n ^be®"^ into account in tender evaluation. The 
Of?nn in loOn? a,?tbOn paragraphs have featured most 

nOrruOder thl ^ Qfln end 1 assessments of tenders for 

that T-onnief* 1988 Acts, and the Government considers 

dealing with these items will give a clear basis 
1“^“^® tender evaluations that will allow a proper comparison 

On th0l0'^0io00tals^®a''d^ tenders for work. It welcomes comments 
■.Thothf th ® ** particularly concerned to establish 

rOOSOtiOnl!® further items which should be addressed in the 
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Financial Objectives 



1.25 Local authorities carrying out work under the 1980 and 1988 
Acts are required to meet financial. objectives which are set by 
the Secretary of State, and framed in terms of the rate of return 
on capital employed. In practice, there is no difference between 
the objectives pursued, for example in the case of building 
maintenance work as against refuse collection. The Government has 
no current plans to amend the financial objectives set for the 
different services subject to competitive tendering. The 
provisions in the 1988 Act do however give the Secretary of State 
the flexibility to specify other financial objectives if he 
believes that these would represent a more accurate measure of 
financial performance. The Government proposes to amend the 
provisions in the 1980 Act to enable the Secretary of State to 
specify the appropriate financial objective for construction and 
maintenance work, in line with the financial provisions of the 
1988 Act. 

Other Aspects of Competitive Tendering 

1.26 The Government considers that the regulations which it 
proposes to make, governing tendering procedures and timetables, 
and tender evaluations, will lay down some clear rules on key 
aspects of competitive tendering that will remove much of the 
uncertainty that has affected the implementation by different 
local authorities of the requirements of Part III of the Local 
Government, Planning and Land Act 1980 and Part I of the Local 
Government Act 1988. 

1.27 Experience has shown, however, that the line taken by 
authorities on other aspects of tendering the work subject to 
that Act can also significantly influence the competitive 
response. These include the way in which work has been packaged 
into contracts; the adequacy of information provided to 
tenderers; the imposition of contract conditions; the level of 
detail required of tenderers in submitting their bids; and the 
availability of depots and other assets to external tenderers. 

1.28 The Government has set out its views on a number of these 
matters in DOE circular 1/91, SOED circular 6/1991 and WO 
circular 10/91 which were issued after consultation with local 
government, private sector and other interests. While many 
authorities have taken account of this guidance in carrying out 
competitive tendering, others have in practice ignored some or 
all of its guidance. The Government considers this unacceptable, 
since such divergent approaches inhibit competition and may also 
mean that some authorities make far less effort than others to 
ensure that competitive tendering is carried out effectively. 



1.29 The Government proposes, therefore, that the Secretary of 
State should have the power to make regulations by which local 
authorities would be required to take into account relevant 
guidance issued by him. The Secretary of State will wish to 
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consider whether it would be appropriate to designate all aspects 
of the guidance given in the existing circulars as relevant, and 
how this guidance should be extended to cover construction and 
maintenance work under the 1980 Act, and he would consult 
interested groups before exercising the regulation-making power. 
The Government considers, however, that its use would further 
help to clarify the framework within which all parties to a 
tendering exercise would operate. 

1.30 Section 20(2)(b) of the 1980 Act effectively provides an 
exemption from the requirements of the legislation in the case 
of a person employed to maintain a specific building or block. 
The Government considers that this exemption is appropriate in 
the case, for example, of a caretaker whose work typically 
includes some routine maintenance. It does not however believe 
that the exemption should extend to whole groups of workers, such 
as estate-based maintenance teams, whose work should be subject 
to competition. The Government proposes, therefore, to amend 
Section 20(2)(b) of the 1980 Act along the lines of Section 2(6) 
of the 1988 Act, so as to limit exempt maintenance work to that 
carried out by an employee of an authority as a secondary, rather 
than a primary, task. 

1.31 The Government is considering providing an exemption from 
the requirements of compulsory competitive tendering in the case 
of limited amounts of work carried out for schools and colleges 
with delegated budgets under schemes of local management. The 
schools and colleges themselves have a clear incentive to ensure 
the cost effectiveness of the services they choose to buy. The 
Government will consult on this shortly. 



Use of Sanction Powers bv the Secretary of State 

1.32 The Secretary of State has sanction powers, under Sections 
19A and 19B of the Local Government, Planning and Land Act 1980, 
and Sections 13 and 14 of the Local Government Act 1988, which 
he may use if he considers that a local authority has breached 
the competitive tendering requirements of the Acts . Such breaches 
may include actions taken by a local authority which appear to 
the Secretary of State to be anti -competitive. 

1.33 A number of authorities have been given directions under 
Section 14 of the 1988 Act in cases where they had decided to 
assign work to their Direct Service Organisation (DSO) despite 
receiving tenders from private contractors which, in the 
Secretary of State's view, offered a lower price for carrying out 
the work and were technically acceptable. The way in which the 
provisions of Part I of the 1988 Act have been framed, however, 
means that the Secretary of State is able to use his sanction 
powers only some months after the decision in favour of the DSO 
which he considers anti-competitive. This delay is in no-one’s 
interest . 
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Earlier Use of Sanction Powers 



1.34 The Government proposes, therefore, to amend Section 13 of 
the 1988 Act so that these sanction powers may be exercised from 
the point at which a local authority’s decision on a tendering 
exercise is announced. It proposes also to amend Section 19A of 
the 1980 Act to make it clear that the sanction powers in that 
Act may be exercised from the point of decision rather than from 
the point at which the DSO begins the work assigned after 
competitive tendering. 



Conditions Included in Directions 



1.35 The directions which have been given under Section 14 of 
the 1988 Act have frequently required that the directed authority 
must carry out a re-tendering exercise for the work in question, 
and have included the condition that the authority must seek the 
consent of the Secretary of State to any decision to assign the 
re- tendered work to the DSO. Such a condition has been included 
to enable the Secretary of State to be sure that an authority 
which breached the statutory requirements before has not done so 
again. 

1.36 Certain local authorities have sought judicial review of 
the directions given them, and have challenged the ability of the 
Secretary of State to include a consent condition in a direction. 
In July 1991, the Court of Appeal upheld the Secretary of State’s 
ability to give directions and to include this consent condition 
in the directions which they considered. 

1.37 The Government considers that it would be helpful to 
resolve any continuing uncertainty among local authorities about 
the position in general if the legislation were amended to make 
it clear that a direction may include a consent condition. In 
addition, it proposes amendments: 

- to enable the Secretary of State to direct that an 
authority must comply with a condition in the direction instead 
of one or more of the requirements otherwise imposed by the 
legislation. This would allow the Secretary of State, for 
example, if he had required a re- tendering exercise, to provide 
that an authority could invite tenders at a date sooner than 
three months, or alternatively later than six months after 
publication of the tendering notice; and 

- to enable the Secretary of State to vary the terms of a 
direction if he agrees a request from an authority to do so. This 
would put beyond doubt, for example, his power to defer the 
deadline for the completion of a re-tendering exercise if an 
authority demonstrated that the date originally set would cause 
clear difficulties . 

These amendments would be made to Section 14 of the Local 
Government Act 1988 and, where appropriate, to Section 19B of the 
Local Government, Planning and Land Act 1980. 
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Publicity for Tender Specifications 



1.38 Under Section 7 of the Local Government Act 1988, local 
authorities are required to prepare a detailed specification of 
work put out to competitive tender, and to make it available for 
public inspection. It has been open to the local authority to 
decide how long the. specification should remain available. In 
practice, the ability to look at tender specifications has been 
used mainly by potential tenderers in advance of the deadline for 
submission of tenders. 

1.39 The detailed specification forms the basis on which the 
contract for the work has to be performed. If a private 
contractor who has won the work fails to perform to the 
specification, the local authority will need to consider taking 
steps to improve that performance or, ultimately, terminating the 
contract. If the DSO who has won the work fails to comply with 
the specification, it is open to the Secretary of State to use 
his sanction powers against the authority. 

1.40 The Government considers that, as part of the 
implementation of the Citizen’s Charter, the specification should 
be available during the whole period of the contract; and, since 
detailed specifications can be large and complex documents, it 
would assist those wishing to find out more about the work 
required under the contracts if the authorities provided a 
summary of the specifications’ main requirements. The public for 
whom the services are being provided can then ascertain whether 
the standards set for those services are being met. The 
Government proposes, therefore, to introduce a new provision 
which will require local authorities to make these additional 
arrangements for publicising tender specifications. This 
requirement will apply to all work carried out under the 1980 and 
1988 Acts, and as a result the 1980 Act will also be amended to 
make clear that a detailed specification will need to be prepared 
for the purposes of inviting tenders for construction and 
maintenance work. The Government looks to local authorities to 
respond positively to the need to inform their communities about 
the methods and standards of service provision in their areas, 
and to consider what further steps they can take to publicise 
this information, such as placing copies of the specification 
summaries in public libraries. 

1.41 Wherever possible, of course, specifications should be 
simplified so as to set out essential requirements, leaving the 
details of delivery to the contractor. 
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2. Extension of Compulsory Competitive Tendering 



2.1.1 While it is difficult to establish precise figures for the 
total number of local authority manual staff employed on work 
currently subject to compulsory competitive tendering, they 
number at least 250,000, and the aggregate annual value of this 
work is in the region of £5 billion. The Government has a 
legitimate concern in ensuring that the public sector’s 
deployment of this scale of resources is conducted efficiently 
in order to secure best value for money. The imposition of 
competitive tendering has greatly strengthened the management of 
the provision of local authority manual services, so that 
standards of service have been maintained or improved while costs 
have been held steady or reduced. 

2.1.2 Effective management should not be confined to manual 
services . The number of local authority employees engaged on the 
professional and technical activities considered in this paper 
is also in the region of 250 - 300,000, and the annual cost of 
their activities is estimated to be between £5 billion and £6 
billion. The Government recognises that the differences between 
manual and professional activities may mean that the approach to 
the compulsory competitive tendering of the former followed under 
existing legislation is not appropriate to all the latter, at 
least at this stage. It is quite clear, however, that the need 
for good management and value for money is common to both, and 
that these needs are most likely to be met if the existing 
organisation of services has to face the challenge of 
competition. This paper sets out the Government's proposals for 
applying this challenge as widely as possible to local authority 
professional and technical services. 



Scope of Proposals for Extension 

2.1.3 This paper proposes the extension of compulsory 
competitive tendering to a wide range of professional and 
technical activities, which can be considered in three major 
groups: 



- direct public services: the management of theatres and 
arts facilities; library support services; parking services; 

- construction-related services: architecture; engineerina* 
property management; and 

- corporate services: corporate and administrative; leaal- 

financial; personnel; and computing. ^ 



2.1.4 It also proposes the extension of competitive tendering 
to several manual activities which were either not included in 
or exempted from, the work made subject to competition by the 
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1988 Act. These are: 



“ the cleaning of police buildings, and the maintenance of 
police vehicles; 

- the maintenance of fire service vehicles; and 

- the provision of home- to- school transport. 

The Government recognises, however, that some continuing 
exemptions may be required in respect of police support services, 
for security reasons, and the extension of compulsory competitive 
tendering to these services would have to take account of this. 

2.1.5 This paper contains no proposals to give effect to the 
Government ' s intention of introducing competitive tendering into 
the field of housing management. The Government is preparing 
detailed proposals in this area and will be making them known 
separately in the near future. 



2 . 2 Manual Services 



Police Support Services 

2.2.1 Part I of the Local Government Act 1988 requires 
compulsory competitive tendering for catering in police forces 
outside London. Other police support services, including vehicle 
maintenance and the cleaning of buildings, have been exempted 
from the competition requirements of the 1988 Act because of 
concerns about security and the impact on operational 
effectiveness. Nonetheless, a good deal of the exempted work has 
been contracted out by police forces on a voluntary basis, and 
the Government has concluded that the time is right to re-examine 
the need for these exemptions, in the light of the benefits which 
competitive tendering can bring. 

2.2.2 It remains the priority of the Government to safeguard the 
operational effectiveness of the police. It is the Government’s 
belief that competitive tendering can and will assist this 
objective, and that private contractors will respond well to the 
exposure of this work to competition on the basis of properly 
prepared specifications and appropriate contract monitoring. The 
Government recognises that some small, but important, areas of 
the support services may still need to be exempted from 
competitive tendering for security reasons. It would welcome 
comments on these proposals, which should be sent to Mr J Le Vay, 
Home Office, Queen Anne's Gate, London SWIH 9AT, by 31 January 
1992. The Home Office will separately consult chief officers 
about these proposals. Their comments will be taken into account 
in the Government ' s consideration of how the requirement for 
compulsory competitive tendering should be extended. 
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Maintenance of Fire Service Vehicles 



2.2.3 The exemption from compulsory competitive tendering of the 
maintenance of fire service vehicles was based on a recognition 
of a number of features special to fire brigades, and in 
particular of the unique nature of the vehicles and of the need 
for them to be maintained to high standards in order that fire 
brigades could meet their statutory duties and the requirement 
to maintain the hydraulic, pumping and mechanical equipment which 
they carry. Nonetheless, it had always been understood that in 
time the Government would wish to review these arrangements, in 
order to take stock of developments within the commercial field 
of vehicle maintenance and changes within the fire service 
fleets. The Government considers that it is now right to consider 
the circumstances of fire service vehicle fleets across the 
spectrum, and to look again at the specific need for maintenance 
for front-line appliances and their special and other support 
vehicles. The Government does not however propose to re-examine 
existing arrangements for the maintenance of vehicles in rural 
areas where maintenance staff have firefighting duties. Comments 
on these matters should be sent to Mr A Mantle, Home Office, 
Queen Anne's Gate, London SWIH 9 AT, by 31 January 1992. 



Home-to-School Transport 

2.2.4 Home-to-school, and home-to-college, transport is provided 
in a number of ways: by contract vehicles, by transport fleets 
of local education authorities ( LEAs ) , and through assistance 
with public transport fares. In most cases, this is done through 
contract hire and LEA transport fleets. The Government proposes 
to require compulsory competitive tendering for the provision of 
such transport where it is centrally organised by LEAs. 

2.2.5 It would not be possible to extend the compulsory 
competitive tendering requirement to the purchase of travel 
passes, or other assistance with public transport fares. The 
Government does not consider that it would be appropriate to 
extend the compulsory competitive tendering requirement to the 
provision of escorts on school transport, which are particularly 
important for pupils with special educational needs and are often 
based largely on the goodwill of volunteers . The Government would 
not wish to disturb such arrangements by requiring competitive 
tendering in all cases, although it considers that LEAs should 
be able, if they wish, to ask tenderers to include the provision 
of escorts in their proposals. 

2.2.6 The Government would welcome comments on its proposals for 
extending competition to home-to-school transport. The timing of 
implementation and the length of contracts for this service will 
be considered in the light of responses. The approach applied in 
other areas might suggest phasing in the requirement from 
September 1993, and prescribing a contract length of four to six 
years. Comments on these proposals should be sent to Mr A J 
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Naylor, Department of Education and Science, Room 3/43, Elizabeth 
House, London SEl 7PN, by 31 January 1992. 



2.3 Direct Services to the Public 



2.3.1 The function. of theatres, concert halls and other art 
facilities in offering a service to the public is analogous to 
the role of sports facilities in providing an opportunity for 
people to enhance the quality of their lives through positive use 
of their leisure time. Libraries have in part a similar role. 
Many authorities have adopted an organisational structure in 
which a single "leisure department" is responsible for policy on, 
and operation of, sports and arts facilities. 

2.3.2 In 1989, the management of sport and leisure facilities 
was brought within the scope of competitive tendering, by an 
order made under Section 2(3) of the Local Government Act 1988; 
the first round of tendering of these facilities is now nearing 
completion, to meet the deadline of 1 January 1992. The 
Government proposes that the management of theatres, concert 
halls and similar arts facilities should now be brought within 
the same framework of competitive operation as the management of 
sports facilities. It recognises that the management of libraries 
is a more complex mixture of general and specialist activities, 
and considers that a differentiated approach to competition for 
this activity may be appropriate. It considers that, while there 
is clearly some scope for commercial approaches in museum 
management, the activity as a whole is not a ready candidate for 
competitive tendering at this stage. 



Management of Theatres and Arts Facilities 

2.3.3 The planning, staging and promotion of theatrical, 
musical, cinematic and other performing arts events are 
activities which call for a combination of cultural expertise and 
entrepreneurial commitment. These are not qualities which local 
authorities traditionally have been required to demonstrate, 
though a number have done so with great distinction in recent 
years. The existence of a number of commercial organisations 
active in the management of arts facilities is evidence of a 
ready market for the supply of these skills. 

2.3.4 The experience of preparing for competition for the 
management of sports facilities has provided some pointers for 
the necessary task of specifying the service to be provided at 
arts facilities, and for identifying client responsibilities 
which may include a degree of control over programming and 
pricing, including the making of subsidies for particular 
facilities. The Government considers that Part I of the Local 
Government Act 1988 already provides an appropriate statutory 
basis for competitive tendering for the management of theatres 
and arts facilities. It proposes, therefore, to make an order 
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under Section 2(3) of the 1988 Act, under which this would become 
a defined activity for the purposes of the Act. 

2.3.5 It recognises that some local authorities manage small 
arts facilities which mainly or only present community-based 
events, rather than professionally-staged productions. The 
Government would welcome views on whether and, if so, to what 
extent, the requirement for competition should be framed to 
exclude from its scope smaller arts facilities or those used for 
community-based events. In this connection, the Government would 
wish to consider the likely extent of market interest in managing 
such facilities. 

2.3.6 The Government considers that the extension of compulsory 
competitive tendering to the management of arts facilities will 
not jeopardise the objectives of improving quality and diversity 
in artistic provision, and of ensuring that the arts are 
accessible to the widest possible range of people, which will 
continue to require some concessionary admission prices. It will 
be essential that local authorities take full account of these 
objectives in exercising their client responsibilities, in 
particular in setting out targets for financial performance and 
specific requirements on quality, range and access in the 
tendering specification. The Government would welcome views on 
these matters, and generally on how these objectives should be 
safeguarded in the preparation for and supervision of contracts 
for the management of arts facilities. 

2.3.7 The Government will wish to specify a financial objective. 
This will be simply to secure that income meets expenditure on 
the revenue account in any financial year. Income to be credited 
to the account will be allowed to include any subsidy made 
available by the authority on two conditions; 

(i) that the subsidy is made available to all tenderers; and 

( ii ) that the amount of the subsidy is stated in the 
specification. 

The requirement to have completed competitive tendering for arts 
facilities management should apply from 1 October 1993 at the 
earliest. Since the Government proposes that other services 
should also be brought into competition from 1993 onwards, 
however, there would be a timetable for the different services 
under which the deadline in respect of the management of arts 
facilities would vary between authorities. The Government’s 
present view is that minimum and maximum periods for the 
durations of arts facilities management contracts should be in 
line with the periods for the management of sports facilities, 
namely 4 and 6 years, but would welcome the views of arts 
organisations on this. Comments on the proposals for arts 
facilities management should be sent to Mr E Waterhouse, Office 
of Arts and Libraries, Horse Guards Road, London SWIP 3AL by 31 
January 1992. 
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Library Services 



2.3.8 In February 1988, the Government published a Green Paper 
on the financing of the public library service. In this, views 
were sought on a range of issues, including whether competitive 
tendering and contracting out could increase the value- for -money 
obtained from this service. The Minister for the Arts said in his 
subsequent statement to Parliament that: "Library authorities 
will remain responsible for the nature and quality of any service 
they contract out. The only purpose of contracting out is to 
produce as good a service at less cost or a better service at the 
same price . " 

2.3.9 The public library services provided by local authorities 
consist of a number of elements, including the operation of the 
network of service points in branches and mobile libraries and 
for specialist client groups (eg, for the house-bound); the 
maintenance of specialist libraries and collections; and support 
services (ie, the tasks of acquisition, cataloguing and 
processing of books and other materials. ) 

2.3.10 The Government considers that specifications for the 
public library support services could be prepared without 
exceptional difficulty. Although some authorities have for 
internal management reasons taken steps to draw up specifications 
for the network of service points, the Government does not 
propose the extension of compulsory competitive tendering to this 
element of the library service. 

2.3.11 It is already the case that a number of authorities have 
contracted out the performance of some of the public library 
support services, and have found a ready market not least among 
the library supply companies. The Government considers that there 
is a good case for requiring all authorities with library 
responsibilities to expose this support work to competition. 

2.3.12 The Government considers that competitive tendering for 
public library support services could be carried out on the basis 
of Part I of the Local Government Act 1988, and that a 
requirement that tendering for the first contracts for these 
services should be completed by 1 October 1994 would lead to a 
ready response from an existing market. It considers that minimum 
and maximum periods for the resulting contracts of 4 and 6 years 
respectively would be appropriate. 

2.3.13 The Government would welcome comments on its proposals 
for extending competition to local authority library support 
services. Comments on these proposals should be sent to Mr C 
Leamy, Office of Arts and Libraries, Horse Guards Road, London 
SWIP 3AL, by 31 January 1992. 
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Provision and Management of Parking Services 



2.3.14 The Road Traffic Act 1991 provides for the introduction 
of a new decriminalised regime for controlling on-street parking 
in London. It provides for the London local authorities to 
introduce a more flexible and commercial system for "permitted" 
parking at designated on-street parking places, including meter 
bays and residents ' bays . Contravention of orders designating 
these "permitted" parking place orders will no longer be a 
criminal offences but will be subject to a new system of penalty 
charges, ultimately enforceable through the civil courts. 
Provision is also being made for the new system of penalty 
charges to be applied to certain non-endorsable parking offences, 
such as contraventions of waiting, loading and unloading 
restrictions, in "Special Parking Areas" designated by the 
Secretary of State. General enabling powers are included for 
local authorities in other parts of Great Britain to apply to the 
relevant Secretary of State to operate the new regime in 
"Permitted" and "Special" parking areas in their areas. Wherever 
the new regime is applied, it will be for the local authorities 
to enforce the penalty charge system themselves, using parking 
attendants . 

2.3.15 Full advice on the steps to be taken to implement the new 
regime in London will be included in parking guidance to be 
issued by the Secretary of State under the 1991 Act. It is 
anticipated that this guidance will be issued in the New Year 
after consultation. Implementation in London could begin to take 
effect in the second half of 1992. Implementation of the new 
regime outside London will be based on further consultation and 
experience in London. It is anticipated that over a period of 
years there will be widespread demand for the new regime outside 
London, particularly in the major conurbations. 

2.3.16 The Government expects that enforcement of the controls 
under the new parking regime will require significant effort, and 
that there will be a growing demand for local authority parking 
attendants for this purpose. The new regime is intended to be 
self-financing, so that its costs will be met from revenue from 
parking charges and the new penalty charge system. The Government 
considers that the private sector will be able to supply the 
management of the parking services needed for this work, 
including the provision of parking attendants, services for the 
immobilisation and removal of vehicles found in contravention of 
the new controls, and services for the recovery of vehicles 
removed to pounds, and will be able to do so on competitive 
terms. It proposes therefore that the management of the local 
authority services should be subject to compulsory competitive 
tendering, and that an order should be made under Section 2(3) 
of the Local Government Act 1988 adding the provision and 
management of local authority parking services under the Road 
Traffic Act 1991 to the defined activities in Section 2(2) of the 
1988 Act. 
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2.3.17 The requirement for competition would apply only to the 
management of local authority parking attendants assuming the 
wider enforcement role provided by the Road Traffic Act 1991, and 
not to those attendants operating under the current limited 
powers. The Government would welcome comments on these proposals, 
which should be directed to Mr Alan Jarvis, Department of 
Transport, Room C5/19A, 2 Marsham Street, London SWIP 3EB by 31 
January 1992. 



2.4 Construction-Related Services 



2.4.1 The direct performance of construction work by local 
authorities was made subject to competitive tendering by Part III 
of the Local Government, Planning and Land Act 1980. Local 
authorities have had discretion in the provision of the 
professional services which have guided the programmes and 
projects whose execution has been exposed to competition, namely 
architectural, engineering and property management services. 

2.4.2 The provision of these services is characterised by a 
number of factors which make them good candidates for 
competition. The skills involved are well defined and understood. 
Client responsibilities can readily be identified, and a number 
of authorities have already introduced a ’'client/consultant" 
split within service departments for internal management reasons. 
There is considerable capacity in the private sector to take on 
the work involved, and a good deal of experience of local 
authorities' using private practices for the work. 

2.4.3 The Government proposes to take urgent steps to make these 
services subject to competition. It recognises, however, that the 
tendering framework established under Part I of the Local 
Government Act 1988 may not be wholly appropriate to competition 
for these services, and it has proposals to amend this framework 
accordingly. 



Architectural Services 

2.4.4 The work of a local authority's architect's department 
includes a number of elements. Of these, the contribution to the 
development of an authority's capital programme might be least 
easily included in work exposed to competition, because of the 
links between the advisory role and the corporate processes of 
the authority . 

2.4.5 The major elements to be considered are, however, the 
following: 
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- feasibility studies; 

- project design, including quantity surveying; and 

- project management. 

Private practices already undertake some or all of these elements 
for many local authorities by private practices, and a number of 
authorities have found it possible to operate without any in- 
house architectural services, while retaining a client management 
capability. 

2.4.6 The Government has considered a possible requirement that 
a single package covering all the architectural services provided 
by an authority should be put out to competition; in other words, 
that tenders should be invited for running the architect ' s 
department. It believes that, while this could be an effective 
approach in the case of smaller authorities, the size and variety 
of architectural work handled by larger authorities would mean 
that the competitive response would be too restricted. 

2.4.7 It takes the view that compulsory competitive tendering 
could be required certainly for the preparation of feasibility 
studies and designs, and for project management, on the basis of 
individual projects, or groups of projects, but also for the 
continuous provision of architectural advice on the overall 
management of an authority ' s programme . 

2.4.8 Operation of tendering procedures under Part I of the 
Local Government Act 1988 has allowed considerations of technical 
competence and quality to influence decisions on tenders 
submitted for the activities covered by the Act, although cost 
considerations have been of prime importance. In order to address 
any particular concerns about the quality of tenderers for 
professional services such as architectural work, however, the 
Government is prepared to consider the use of modified tendering 
procedures which would provide that tenderers would have to cross 
an initial quality threshold, and that the choice between tenders 
that had crossed the threshold would be made solely on the basis 
of price. This could be achieved by means of "double-envelope" 
tendering, under which unpriced tenders are initially evaluated 
against a pre-set quality threshold, and a second evaluation is 
then carried out so that the lowest-priced tender is 
automatically accepted from those meeting or exceeding the 
quality threshold. The Government would welcome comments on how 
the ^ compulsory competitive tendering procedures should best be 
modified^ in these areas, and looks to the professional 
institutions, as well as other interested parties, to contribute 
to its consideration of these matters; and, in particular, on how 
to measure the standards of competence which should be built into 
the quality threshold. 

2.4.9 The Government proposes to amend the existing legislation 
both so that the framework of the 1988 Act can apply to elements 
of a service brought within the scope of competitive tendering, 
and not necessarily to the service as a whole; and so that the 



22 



Printed image digitised by the University of Southampton Library Digitisation Unit 



framework can be modified for "the particular circumstances of any 
new service to which competition will apply. It will consult 
further on the precise manner in which it proposes to use its 
amended powers, but its present view is that it would expect to 
specify 1 April 1994 as the first date from which any new 
architectural work in respect of feasibility studies, project 
design and project management could be carried out by in-house 
architectural staff only if that work had previously been won in 
competition. Since the Government proposes that other services 
should be brought into competition from 1993 onwards, there would 
be a timetable for the different services under which the dates 
for competition for architectural services would vary between 
authorities. 



Engineering Services 



2.4.10 The work of local authority engineers spans a range of 
activities. The major disciplines to be considered are civil 
(including structural and highways) engineering, and mechanical 
and electrical engineering, involved in the following activities: 

- feasibility studies 

- pro j ect design (civil, M&E, highways ) ; 

- project management; and 

- building inspection and maintenance programming. 

There is already extensive use by local authorities of private 
contractors to undertake these tasks, and the Government 
considers that the relative ease with which they can be presented 
in tender specifications, and the existence of a well -developed 
market to supply these services, mean that engineering services 
are as well suited to competition as architectural services. In 
this case as well, the Government considers that competitive 
tendering could certainly be based on an offer of individual 
projects or groups of projects, but could also apply to the 
continuous provision of advice. The amendments to Part I of the 
Local Government Act 1988 described in relation to architectural 
services could also provide an appropriate framework for 
competition in engineering services . As with architectural 
services, the Government looks to the professional institutions 
for views on how measurement of competence should be built into 
the quality threshold. 

2.4.11 Inspection of housing stock and planning of that stock's 
maintenance is clearly an important part of the wider housing 
management function. The Government is still considering how to 
introduce competition into this function, and its proposals for 
housing management will address building inspection and 
maintenance programming in that field. Its present view is that 
it may be appropriate to distinguish between this element of 
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engineering services for housing and for non-housing work. It 
would welcome comments on this possibility. 

2.4.12 Vehicle fleet management, while not a construction- 
related activity, is nonetheless a task which is commonly 
brigaded in the engineering department of a local authority . The 
maintenance of vehicles was brought into competition by Part I 
of the Local Government Act 1988. In seeking tenders for this 
activity, local authorities may propose contracts which 
incorporate fleet management as well as maintenance, but in 
practice tenders have generally been sought only for the 
maintenance activity as defined by statute. 

2.4.13 The Government is not at present minded to cut across 
these arrangements by amending the defined activity of vehicle 
maintenance to include fleet management. It would however welcome 
comments on the merits of subjecting fleet management to 
competition in isolation, and on the merits of requiring local 
authorities to go out to tender on an activity widened to include 
both management and maintenance at the termination of the 
arrangements which they have put in place to comply with the 
current requirements of the 1988 Act. 

2.4.14 The Government has not reached a firm view on what dates, 
if any, to specify for competition for building inspection and 
maintenance programming, or for vehicle fleet management. It 
proposes, however, to specify the same first date of 1 April 1994 
for engineering project design and project management as for 
architectural services . 



Property Management Services 

2.4.15 Local authorities have significant holdings of property 
in non-residential use, both the premises in which their 
employees work and other property held for economic or other 
reasons. Responsibility for such property imposes a range of 
tasks on authorities: 

- preparation of asset management strategies; 

- operational management of buildings, including 
environmental and energy management; 

- commercial estate management; and 

- security services. 

The approaches followed by authorities in carrying out these 
tasks vary; especially smaller authorities may deal with them on 
a purely ad hoc, building-by-building basis. 

2.4.16 The provision of security services to buildings is a 
manual activity which has not been brought within the scope of 
competition by existing legislation. There is a well -developed 
private sector capacity to provide these services, which is drawn 
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upon already by many local authorities . The Government would 
welcome comments on the merits of providing for an additional 
defined activity under Part I of the Local Government Act 1988 
which would require competitive tendering for security services. 
It recognises that building security forms part of the duties 
frequently allocated to caretakers, and considers that any new 
defined activity should be framed to exclude the security work 
of any caretaker attached to a single building whose duties 
consist in the main of other work such as maintenance or 
cleaning . 

2.4.17 The Government recognises that the preparation of asset 
management strategies is less readily capable of exposure to 
competitive tendering, because of links with central corporate 
processes. It considers that the operational management of 
buildings and the management of commercial estate are activities 
which could be readily specified for competitive tendering, and 
for which a commercial market already exists. It considers that 
private suppliers of these services would be likely to be equally 
attracted to a single package of these services as to any of the 
services tendered in isolation. It would welcome comments on 
these views. The Government proposes to use its powers under 
amended legislation to specify 1 April 1994 as the first date for 
the completion of competition for property management services. 
The date applicable to individual authorities will vary because 
of the need to spread competition for new services across an 
introductory period. 

2.4.18 The proposals set out in this paper for property 
management services apply only to non-housing property. The 
Government will shortly be publishing a separate paper which will 
set out its proposals for introducing competition into the field 
of housing management. 



2.5 Corporate Services 



2.5.1 The Government considers that there is a group of 
corporate services with common characteristics to which 
compulsory competitive tendering can be most effectively applied 
on the basis of the prior introduction of a consistent internal 
accounting regime. The services in question are as follows: 

- corporate and administrative services; 

- legal services; 

- financial services; 

- personnel services; and 

- computing services. 

These services in turn consist of a mixture of elements, some of 
which are largely self-contained activities, while there are 
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others whose boundaries are more open and whose work is closely 
connected with other parts of local authorities’ activities. 

2.5.2 A key characteristic of the corporate services is that 
they often exert corporate authority over other parts of a local 
authority’s organisation which provide a direct service to the 
public or to other customers, and at the same time support these 
other parts, for example, through payroll or recruitment 
operation. There is considerable diversity between local 
authorities in the consequent organisation of corporate services, 
in particular in the allocation of professional staff between the 
authority’s centre and its local structures. The variation in the 
structure of provision of these services is very relevant to 
consideration of how competition can best be applied. Each 
authority’s own organisation will influence which elements of 
their professional activities are best adapted to competition. 

2.5.3 A further characteristic of the corporate services which 
distinguishes them from the direct, and construction-related, 
professional services is that, while all or most of the tasks 
undertaken by the latter services are relatively easy to specify 
and likely to attract a good competitive response, the 
composition of corporate services is more mixed. Some of the 
elements of corporate services are certainly well-suited to 
compulsory competitive tendering, but others are much less so. 
The Government takes the view that, if the challenge to corporate 
services were confined to a requirement that the relatively small 
number of corporate service tasks most adapted to the market 
should be exposed to competition, there would be a risk that the 
gains in efficiency and effectiveness secured in these tasks 
would be bought at the price of less efficient and less effective 
performance of all the work for which competition was not 
required. It sees the need for a comprehensive approach to the 
provision of these services, and in particular to the internal 
accounting for them, which will deliver good management and value 
for money to all their elements. 



Corporate and Administrative Services 

2.5.4 A wide range of general corporate and administrative 
services are provided in local government outside the traditional 
professional departments, and may be brigaded in the Chief 
Executive’s or Secretary’s Department, or dispersed more widely. 
They include the following: 

- corporate strategy; 

- committee administration; 

- member services; 

- electoral registration; 

- information services; 
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- public relations ; 

- land charges; 

- purchasing; 

- printing; and 

- secretarial and clerical support. 



2.5.5 There are aspects of corporate strategy preparation, of 
committee administration and of member services, such as the 
conduct of research and the provision of advice, which could be 
undertaken by private consultants. The closeness of these areas, 
and of electoral registration, to the democratic process and to 
the corporate core of an authority could however raise problems 
if they were substantially contracted out. 

2.5.6 The provision of information, for example through "one- 
stop shops", including the specialist work of land charge 
information, and the performance of public relations can be done 
by external service providers. For most authorities, however, the 
number of staff involved in such work is small, and those whose 
work includes public information may often have a range of duties 
linked to other corporate services. 

2.5.7 Printing, and secretarial and clerical support are 
activities where there is a well-developed market in the private 
sector which could respond to a competitive offering of work. 
These activities, but particularly secretarial and clerical 
support, may not be managed centrally but dispersed among other 
services of an authority. If so, their efficiency would be tested 
if those other services were exposed to competition. The 
Government’s view is that these activities are particularly well- 
suited to competitive tendering, and has taken account of this 
view in framing its proposals for corporate services. 

2.5.8 The purchasing function is probably best exposed to 
competition by allowing users to purchase goods and services 
where best value for money can be obtained, rather than 
contracting out the function. 



Legal Services 

2.5.9 The organisation of legal services varies between local 
authorities. A common pattern has been to combine them with 
committee and other administrative services in a Secretary ’ s 
Department, but many authorities have chosen to group them in a 
separate Legal Department. They include: 

- corporate advice and ensuring propriety; 

- advocacy and litigation; 
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- conmiercial and contractual work; and 

” conveyancing . 

2.5.10 The provision of corporate advice includes the key 
responsibility for ensuring that an authority s affairs are 
conducted within a proper framework of legality. This 
responsibility is most commonly discharged through advice to 
coHHHittees , but it extends beyond this to an involvement in all 
the decision-making processes of an authority , and to advice to 
direct service managers on the legality of service developments. 
This is clearly a difficult area in which to impose a requirement 
for ccmpetition. 

2.5.11 Private practices already carry out a good deal of 
advocacy and litigation work for local authorities , and the 
specification of the work to be done is relatively 
straightforward and in line with the normal process of briefing 
in the legal profession. The private sector also acts extensively 
for local authorities in commercial and contractual matters, such 
as large-scale property developments . Local authorities have 
frequently used private suppliers of legal services in specialist 
areas of law, where the effectiveness with which individual 
practices can address specialised concerns has meant that the 
time- input has been less even if the time-rate has been greater. 
The Government sees scope for at least a good proportion of these 
legal activities to be subject to competition. 

2.5.12 The conveyancing of domestic properties is a 
straightforward legal activity which can readily be specified and 
for which a ready market of service suppliers is available. The 
Government considers that external tenderers for local authority 
conveyancing work could be expected to quote competitive prices, 
and it sees this activity as particularly suited to competition . 



Financial Services 



2.5.13 Financial services are generally grouped 
Treasurer’s Department, and include the following: 



within 



the 



financial planning; 



- internal audit; 



exchequer services and cash collection; 
payroll administration ; 
accountancy services; and 
investment management . 



which is central budgetary advice is a key activity 

ne corporate strategy of local authorities. 



28 



Printed image digitised by the University of Southampton Library Digitisation Unit 



The Government considers that it would be possible to draw up a 
specification for aspects of the work involved , to serve as the 
basis for competition, and that the private sector could be 
expected to respond well to a competitive offering. At the same 
time, however, it recognises that the location of this work at 
or near the corporate core of authorities, including the 
statutory responsibility for the proper financial administration 
of their affairs, could make it necessary to limit the extent of 
this work offered for competition, and that such a limitation 
would in turn reduce the benefits likely to be derived from 
exposing this activity to competition in isolation. 

2.5.15 Internal audit is a relatively self-contained function, 
for which a ready market exists in the private sector which has 
already been used by a number of local authorities. The work may 
involve " irregularity audits" , which raise issues of sensitivity 
and exceptional work beyond that foreseen in a tender 
specification. The Government considers, however, that these 
issues could be satisfactorily addressed in contractual 
arrangements, and it sees internal audit as particularly well- 
suited to compulsory competitive tendering. 

2.5.16 Exchequer services and cash collection, and payroll 
administration, are in practice largely administrative and 
clerical operations with supervision by professional staff. There 
are a range of potential service suppliers in the private sector 
with the capability to handle these operations . A number of 
authorities have already decentralised the performance of these 
tasks to local operation, or intend to do so, for example through 
local management of schools. The Government considers that 
competition could be expected for the centralised provision of 
cash collection and payroll work. 

2.5.17 Accountancy services cover both corporate accounting and 
operational accounting tasks. The Government recognises that the 
difficulties that might arise in externalising corporate 
financial and budgetary work could apply to corporate accounting, 
and that it could therefore be appropriate to go out to tender 
only on operational work. It recognises as well that the 
decentralisation of financial services within local authorities 
has also affected accounting work, and takes the same view of the 
possibility of competition for this work as for cash collection 
and payroll work. 

2.5.18 Investment management, including responsibility for 
insurance and pension management and administration, are 
typically small scale activities which in total require only a 
small number of staff in a local authority . Extensive use is 
already made of private sector service suppliers . The Government 
sees this as an activity particularly well suited to being 
contracted-out, but recognises that the scale of staff 
involvement may reduce the benefits of subjecting this work to 
competition in isolation. 
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Personnel Services 



2.5.19 Personnel work includes the following elements: 

- human resource planning; 

“ employee relations, including health and safety and equal 
opportunities ; 

- staff welfare; 

- organisational development; 

- training ; and 

- recruitment. 



2.5.20 A good deal of these activities is an integral part of 
the role of line management, such as employee relations and staff 
welfare. These activities, as well as human resource planning, 
are also important components of the corporate strategy of local 
authorities, and the Government does not see them as particularly 
well suited to competition. 

2.5.21 By contrast, organisational development, such as reviews 
of internal structure, and staff training are readily susceptible 
to being carried out by external service suppliers, and many 
authorities have made use of private consultants to deal with 
specific organisational reviews or training needs. The Government 
sees these activities as well suited to competition, on a 
project-by-project basis. 

2.5.22 Recruitment, and recruitment advertising, is also an 
activity which is relatively easy to specify for tendering, and 
for which an established market exists. Again, there is 
considerable experience among local authorities of using private 
recruitment consultants to fill especially senior posts. The work 
involved is however on a small scale. 

Computing Services 

2.5.23 The provision of computing services has traditionally 
been centralised within local authorities, although recent years 
have seen greater dispersal across departments. The services 
include the following elements: 

- information systems strategy; 

- systems procurement management; 

- systems and software development; 
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- systems operation; and 

- telecommunications operation . 

2.5.24 The planning and management of information systems and 
standards are critical to the effective operation of a local 
authority’s organisation, not least where this includes 
significant decentralisation. There is a well -developed market 
of private consultancies able to handle this work. The relevance 
of information systems to the planning and implementation of an 
authority ’ s corporate strategy means that the involvement of 
external contractors would require particular attention to be 
paid to the need to maintain continuity in the management of 
systems to ensure their effectiveness and aptness to changing 
circumstances. The Government considers, however, that there is 
clear scope for competition for this work. 

2.5.25 The management of systems procurement, the development 
of systems and software, and the practical operation of 
information systems are all aspects of computing services which 
are capable of specification, and for which there is extensive 
capacity in the private sector. The Government sees these areas 
as candidates for competition, although, given the need for 
specialist systems, competition for systems development may best 
be organised in relation to individual projects, rather than for 
the task as a whole. 

2.5.26 There are special considerations to be borne in mind in 
handling telecommunications. The running of telecommunications 
systems is subject to specific regulatory controls under the 
Telecommunications Act, and this could constrain the options 
available to local authorities for contracting such work out. In 
addition, the emergency services, such as fire and police, depend 
for their operational effectiveness on telecommunications, and 
the economic desirability of exposing these facilities to 
competition would need to be balanced against security 
considerations . 



Internal Trading Accounts 

2.5.27 The Government ’ s consideration of the composition of 
corporate professional services undertaken by local authorities 
has led it to the conclusion that not all elements of these 
services are currently well suited to exposure to compulsory 
competitive tendering. In extending the requirement for 
competition to professional services, however, the Government is 
concerned to ensure the widest possible application of the 
financial and management disciplines that it sees as the result 
of competitive tendering. 

2.5.28 The Government proposes therefore to require that each 
local authority should establish and maintain internal trading 
accounts for all corporate professional services, whether subject 
to competition or not. Local authorities would be required to 
incorporate the following features in these accounts; 
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- the identification of discrete services according to 
standard definitions; 

- the determination of levels of work to be provided by 
these services to each internal client on the basis of a defined 
charging mechanism; 

- the fixing of standard unit costings for the use of 
professional service resources, whether engaged on tendered or 
non-tendered work, including a cost element for a required 
"profit margin"; and 

- the maintenance of internal trading accounts for each 
professional service, based on accurate recording of time given 
to work for internal clients. 



2.5.29 The maintenance of internal trading accounts would mean 
that local authorities would have to present a clear picture of 
the cost of each of their professional services, which would 
allow; 



- the corporate core of the authority to monitor the 
efficiency and effectiveness of those services; 

- the professional service managers to exercise proper 
control of their resources; 

- the client elements of the authority to assess the cost 
of using internal professional services and to consider whether 
alternative suppliers might offer a better service; 

~ overhead costs to be allocated to all elements of the 
authority's corporate organisation on a consistent and fair 
basis, whether the work was being subjected to competition or 
not ; and 

- the Government to form its own view on the efficiency and 
effectiveness of in-house performance of local authorities' 
professional services. 

2.5.30 The Government proposes that the maintenance of internal 
trading accounts should be accompanied by a requirement that some 
work carried out by each of the professional services should be 
exposed to competitive tendering, and that the competitive costs 
that emerge from tendering should be used to identify whether 
internal charging rates have been pitched higher than viable 
external prices. 

2.5.31 The Government sees a choice in specifying how 
competitive tendering should be applied to corporate professional 
services. On the one hand, it considers that requiring 
competition for specified elements of these services, such as 
conveyancing from legal services, or internal audit from 
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financial services, would be appropriate to the existing markets 
of private service suppliers, and that the costings that would 
emerge from competitive tendering would provide useful guidance 
for internal market rates. 

2.5.32 On the other, the Government recognises that local 
authorities vary widely in their organisation of professional 
services, and that, unless the competition requirement was very 
limited, the specification of individual elements of ' these 
services for competition could cut across innovative 
organisation, such as dispersing financial or personnel work from 
the centre . It will be important to bear in mind the development 
of local management of schools (LMS) and the need for 
arrangements for compulsory competitive tendering for corporate 
services which complement the incentives to achieve service 
efficiency provided by the operation of LMS . An alternative 
approach would be to require that a percentage of the total 
annual value of work carried out by a discrete professional 
service should be exposed to competition . This would allow local 
authorities considerable flexibility in deciding how to implement 
a requirement to go out to competition. 

2.5.33 The Government is attracted to the second approach; and 
its consideration of the composition of corporate services leads 
it to the view that it could be appropriate to specify 
proportions of the services considered as follows : 



- corporate and administrative : 15% 

- legal ; 33% 

- financial : 25% 

“ personnel ; 25% 

- computing : 80% 



But the Government may also wish to require that particular 
elements of these services should be included in the work exposed 
to compulsory competitive tendering on a proportionate basis. 

2.5.34 The Government sees the establishment of internal trading 
accounts and their operation for one financial year as a 
preliminary to the r equi r emen t for competitive tendering for 
these services . Primary legislation would be needed to introduce 
the requirement for internal trading accounts, and the Government 
would propose that such accounts would be required to be 
maintained from the start of the second financial year after 
enactment of the relevant legislation, and that competition for 
the relevant proportions of the services should be completed by 
the start of the third financial year after enactment . This 
timetable may need to be adjusted for Scotland and Wales to take 
account of the timetable for local government reform. 
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2.5.35 The Government: would welcome comments on these proposals. 
In particular, it will be interested in respondents' comments on 
its assessment of the elements of corporate services which are 
particularly well suited to compulsory competitive tendering, and 
on the proportions of these services which should be subjected 
to competition. 

2.5.36 The Government considers that the financial and 
management disciplines that would result from the introduction 
of internal trading accounts could usefully extend to other 
services , such as planning and other regulatory work, for which 
it does not currently propose to require compulsory competitive 
tendering . It would welcome comments on the possibility that the 
requirement to maintain such accounts should apply across a wide 
range of services. 
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jkrranqrements for the Submission of Comments 



Comments on the proposals in this paper relating to England 
should be submitted to Mr F Peabody, Department of the 
Environment , Room Pl/158, 2 Marsham Street, London SWIP 3EB; and 
on proposals relating to Wales to Mr A Aggett , Welsh Office, Room 
2002, Cathays Park, Cardiff CFl 3NQ; except where another 
recipient for comments is identified in the text. 

All comments from Scottish local authorities and other Scottish 
bodies, including comments on the management of theatres and arts 
facilities, library services, parking services , police support 
services and fire service vehicles, and home- to- school transport 
should be sent to Mrs J M Clemie, Scottish Office Environment 
Department , Room 4/93, New St Andrew ’ s House, Edinburgh EHl 3SZ . 

Comments should be submitted by 31 January 1992 . Respondents are 
asked to submit two copies of their comments . Envelopes 
containing responses should be clearly marked ” CCT CONSULTATION 
PAPER" . 

The Government may wish to publish responses to this consultation 
paper in due course, or to deposit them in the Libraries of the 
Houses of Parliament or in Departmental libraries . Respondents 
who wish their responses to be treated as confidential should 
state this clearly. The Government will assume that other 
responses can be published. All responses may in any case be 
included in any statistical summary of numbers of comments 
received and views expressed. 
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